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THE DEVELOPMENT OF METROPOLITAN ECONOMY 
IN EUROPE AND AMERICA 1 

There are three questions raised by this paper : firstly, whether 
national economy has any real validity as a unit or organization in 
production; secondly, whether metropolitan economy, or the domi- 
nance of the large commercial city, should be put in its place; and 
thirdly, what evidence concerning metropolitan development is to be 
found in European and American history. From the framing of 
these questions, it is, of course, to be inferred that the thesis of this 
paper is that metropolitan economy should be substituted for national 
economy as the latest stage in general economic development. 

The reality of the nation as a political unit has been so great for 
so long a time that no one, liking or disliking nationalism, could have 
any doubts about it. With the political side of the nation we have, 
however, little or nothing to do. It is rather the economic aspects of 
the national unit with which we are immediately concerned. 

One of the various meanings of national economy is an organiza- 
tion for administering the economic affairs of the nation. The state 
administers in at least two important ways. First, it passes laws aid- 
ing business (inter alia), some of which set up standards such as 
weights and measures and quality of goods, while others establish 
limitations, for example, on prices and wages. Secondly, the state 
also administers directly by setting up a system of coinage, a judicial 
service, a post-office, and so on. An examination of such helps to 
business shows that they are not unlike the services performed by the 
state at various times for other human activities. The nation has 
enacted laws concerning the family, the health of cattle that can be 
marketed, and the practice of medicine. But who is there to say that 
for this reason we have a national family, national cattle, and a 
national medicine? And likewise who will maintain that, because the 
state performs important services for economic life, we have national 
economy in the sense of national production ? 

In time of war the nation's control of production may become 
complete. In a socialistic state, as in Russia to-day, state ownership 
may prevail. In Germany Hugo Stinnes may become more powerful 
than the Kaiser ever was, may conceivably own the whole nation or 

i A paper read at the St. Louis meeting of the American Historical Asso- 
ciation, Dec. 29, 1921. 
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hold it in pawn. And yet none of these things would of necessity 
materially change the organization of production. The same prin- 
ciples of economy and efficiency would ultimately prevail. 

National economy as an organization in economic administration 
has existed in peace and in war, for centuries in Western Europe and 
for generations in Eastern Europe. It prevailed while village econ- 
omy was the unit of production and when town economy took its 
place. And if we should suddenly create a world state with powers 
of economic administration, we should not see much, if any, change in 
the public unit or organization of production. 

The national economic administration has been carried on in ac- 
cordance with certain policies, good or bad, but of course acceptable 
to the day and generation. During the stages of village and town 
economy, the state policy was generally fiscal. In some advanced 
countries of Europe, this gave way in the sixteenth century to mer- 
cantilism, which, as we all know, was as restrictive as the fiscal policy 
had been liberal. In time, mercantilism was weakened by, and in 
some countries gave way to, laissez-faire, which in a sense was a 
return to the old-time fiscal policy. And within the last generation 
or two we see a tendency to return to a policy somewhat akin to 
mercantilism in its directive influence and its concentration of power 
in the hands of the government; but while mercantilism aimed at 
national material strength, the new policy aims at social well-being. 

It is an interesting and important fact that the study of economics, 
significantly called " political economy ", which has influenced us most 
began with mercantilism, usually dated from the sixteenth century. 
And this mercantilism was but little more than the old town policy 
" writ large " in the affairs of the state. In all probability this led to 
the practice of making the nation follow the town as the town had 
followed the village in the history of production. 

I accept national economy as a unit or organization in economic 
control and administration. I accept it as having a secondary mean- 
ing, national policy, found frequently in America not long ago. But 
I cannot find any excuse for regarding it as a unit in production on a 
par with village and town economy. By a unit of production is, of 
course, meant an organization of producers based on a division of 
labor, wherein, for example, the villagers performed special services 
chiefly in agriculture and the townsmen chiefly in the retail trade. 
Thus it is quite different from ownership, policy, or administration, 
though in the village stage, it is true, the administrative and the pro 
ductive units coincided, but not in the town or subsequent stages. 

Over a generation ago Schmoller rightly, as I think, emphasized 
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the element of politics and administration when beginning his articles 
on mercantilism and national economy. But as he sped along, he 
extended the idea of national economy from a unit in administration 
to a unit in actual production. He thought he saw a national agri- 
culture, a national industry, national shipping and fisheries, a national 
division of labor, and a national trade, first conceived and then devel- 
oped like the national currency and the national banking system. 2 

Shortly afterwards, Biicher, reacting from Schmoller's declared 
intention of emphasizing political forces, arrived at a similar conclu- 
sion. He, too, spoke of a national industry, a national market, and 
national commercial institutions. 3 His main idea is that just as the 
household of yore and the later town had been self-sufficing, so was 
the nation " an exceedingly complex and ingenious system " for meet- 
ing its own needs. 4 And accordingly, to him economic liberalism, 
free trade, and world-wide exchange of goods are ephemeral phe- 
nomena. Biicher began by emphasizing production and ended by 
proclaiming a national market. He set out to emphasize the exchange 
relationships of producer and consumer and finished by discovering 
that the nation was the present and ultimate unit in production. Bril- 
liant as Bucher's essays are and great as has been their influence on 
teaching and research, they are nevertheless, as I think, untenable. 
Biicher himself has recanted in respect to his first stage of household 
economy, at any rate as applied to Greece, Carthaginia, and Rome. 
German critics have proved his concept of an exclusive town economy 
incorrect. It seems that his theory of national economy as a unit or 
organization of production is also unacceptable. Biicher maintained 
that "Each portion of the country, each section of the population, 
must in the service of the whole take over those duties that its natural 
endowments best fitted it to perform." 5 This was supposed to begin 
in the sixteenth century when town economy was declining, but I find 
such geographical specialization at a much earlier date, in fact in part 
inevitable from the beginning. Long before the sixteenth century, 
Englishmen obtained their tin from one section, their coal and iron 
each from two sections, certain fine cloths from another, and their 
novelties largely from a very few towns. 

More serious is the idea that the nation exists unto itself. The 
national boundaries may deflect but they do not bind. And indeed 
the whole tendency of progressive countries is to increase their for- 

2 Mercantile System, p. 59. 

3 Industrial Evolution, p. 138. 
« P. 126. 

8 P. 135. 
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eign trade. Just now we in the United States are suffering from a 
set-back to this development. Moreover, some parts of a state may 
be economically more closely connected with parts of nearby states 
than with other parts of the same state. This is notably true of Nova 
Scotia, which trades so largely with New England. And it promises 
to be true of Strasbourg, which can hardly find as ready an outlet 
through Paris as it has in the past down the Rhine. A national trade 
is as much a fiction as a national industry or a national agriculture. 
The nation as such does not trade, nor is it economically a unit. Of 
course, I am considering organization in production, not in adminis- 
tration, fact not policy, accomplishment not ambition. 

Although Biicher's quest for an organization in production was 
laudable, his choice of a national organization was unfortunate. This 
leads us to a consideration of the second of the three questions an- 
nounced at the beginning: shall we substitute metropolitan economy 
for national economy, as the latest stage in the development of pro- 
duction ? 

By metropolitan economy is meant the concentration of the trade 
of a wide area in one great city. While the radius of the area domi- 
nated commercially by the medieval town had rarely been more than 
a score of miles, the radius of the area dominated by a metropolis is 
roughly a hundred miles or more in length. The metropolis itself is 
the centre not only for the area of the local trade but also for the 
trade between metropolitan units. Or, concretely stated, trade from 
the provinces centred in London and in Paris, and the provinces 
around both capitals ordinarily traded and still trade with one another 
largely through their metropolitan centres. It is unfortunate for 
purposes of illustration that each of these cities is a political as well 
as an economic metropolis, and yet these very instances point to the 
fact that often political and economic forces work in the same direc- 
tion. In both cities were centralized not only the political but also 
the economic life of wide areas. 

The structure of the metropolitan economic unit is made up, firstly, 
of the metropolis itself with its merchants, bankers, warehousemen, 
transport officials, and other specialized men of business; and sec- 
ondly, of the district or hinterland with its towns and villages, its 
countryside of farms, forests, streams, and mines. The metropolis 
and its hinterland are integral parts of the metropolitan unit, but they 
are not constant in the areas which they occupy. While the metrop- 
olis itself widens its confines with general economic development, the 
hinterland decreases in size. The area occupied by greater London 
increases year by year, while the hinterland diminishes as Manchester- 
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Liverpool grows in strength and influence. Greater Chicago grows 
while its hinterland is being nibbled away by Cleveland, St. Louis, 
Kansas City, and the Twin Cities. 

The essential part of metropolitan economy is not size or structure 
but function. The metropolis concentrates the trade of a wide dis- 
trict. It is the gathering-place for the products of that district. It 
is also the place from which wares already concentrated from many 
lands and sections radiate to the whole hinterland. Moreover, it is, 
as has been said, the point through which the hinterland normally 
trades with other metropolitan units. It is more economical for a 
few dealers in a metropolis to specialize in the inter-metropolitan 
trade, which is usually wholesale, than for traders located in small 
towns in the hinterland to maintain connections and credits with dis- 
tant parts. If we wish to visualize the whole metropolitan mechanism 
we have only to think of a web with the master spider in the centre. 
The concentration and radiation of such a pattern are in marked 
contrast to the duplication and parallelism of the alternative checker- 
board. The saving in materials, labor, and management is enormous ; 
otherwise the spider would not have so constructed its net. Metro- 
politan economy likewise exists because of its efficiency as a unit m 
production. Public policy, national administration, even socialism 
would hardly long continue an attempt to alter so economical an or- 
ganization. 

It is the metropolitan unit that supplants the town unit of former 
times. If we cast our thought no farther back than the permanent 
settlement of clans and tribes, we see that there are three general 
stages which sum up much of the economic life of the times : village 
economy, town economy, and metropolitan economy. Each is a unit 
of production. Each has a centre of trade, though the importance of 
trade is, of course, not so great at first as later. It should be pointed 
out that recent studies show that village or manorial self-sufficiency 
is a very questionable matter. I go farther still in regarding the vil- 
lage, like the town, as a centre for trade, though the trade of the town 
was specialized while that of the village was not. In the progression 
from one stage to another we see not only a greater specialization, but 
a greater general division of labor, a larger surplus and store of goods, 
and more immunity from distress and famine. 

The second question has now been answered. Metropolitan econ- 
omy, it seems, should be put in the place of national economy. The 
reason for this is partly that there is no national organization of pro- 
duction, while there is a metropolitan organization, and partly that 
metropolitan economy is on a par with the other and older economic 
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units. Structurally the village (generally) and the town and the 
metropolitan units always had each a nucleus with an area round 
about. Functionally town and metropolitan economy had a division 
of labor between the centre and the area that constituted the basis of 
economic efficiency and progress. On the other hand, in the national 
economic unit, assuming for the moment that such exists, there is no 
one centre holding all the rest of the state in economic subordination. 
At one time, to be sure, London was the only great commercial centre 
in England, but its dominance over the farthermost parts of England 
was doubtful and, as has been implied, its relative importance has 
been diminishing. In England there are London and Liverpool- 
Manchester that are nuclei of important hinterlands. In France there 
are Paris, and perhaps Lyons-Marseilles, and Bordeaux; and in 
America at least eleven such nuclei of commerce. Of course it is true 
that there is one centre in each nation that is more prominent than the 
rest, for example, London, Paris, and New York. The position of 
such centres, however, is due in part to the advantage of a head-start. 
And already we find economic life developing more rapidly in rival 
cities than in the older centres. In other words, While once there 
may have been some excuse for thinking that there might be a national 
marketing centre, there is none now. 

Although it may be true, and I believe it is true, that we should 
substitute metropolitan economy for national economy as a unit in 
production, nevertheless it would be a grave error to divorce metro- 
politan economy as a unit in production from national economy as a 
unit in administration. Just as the tribal and later the feudal state 
reflected the village, as the early national state reflected the town, so 
does the state to-day reflect the metropolis. The village mobilized 
labor, the town mobilized skill in trade and manufacture, and now 
the metropolis mobilizes capital and management in support of the 
state. And the state in its turn reacts on the smaller unit. The 
tribal and feudal state concerned itself with the business of the village 
in order to provide justice and protection ; the early national state con- 
cerned itself with the economic affairs of the town in order to prevent 
excess of localism and to provide a system of coinage, standard 
weights and measures, and reforms in trading practices ; and the pres- 
ent national state turns to the metropolis not only in order to correct 
the abuses of its large firms but also to help metropolitan business at 
home and abroad. And indeed nowhere could this be more clearly 
illustrated than in America during the last seven years. In short, the 
relationship between village, town, and metropolitan organization on 
the one hand and the national organization on the other is close and 
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reciprocal. For national economy as an organization in production 
we should substitute metropolitan economy, but there is as yet no sub- 
stitute for national economy as an administrative organization. 

The evidence for metropolitan development, the third topic of this 
paper, is found in the history of modern Europe and America, but 
the earlier period deserves at least brief consideration. In ancient 
days there were nourishing towns with a brisk local and extended 
trade. Most of these, such as Tyre, Sidon, Athens, Corinth, and 
Delos, had but limited areas near at hand. They were indeed re- 
markable plants to be growing in such shallow soil. They sent their 
branches far and wide, but there was no metropolitan subsoil. None 
of those mentioned had the wide hinterland necessary for metropoli- 
tan growth. Nearest to it, came Alexandria with its extended trade 
by land route to the east and by water east and west, and its hinter- 
land trade up and down the rich Nile valley. 

In the Middle Ages Genoa, Florence, and Venice showed metro- 
politan promise, as did Bruges and Antwerp for a short time. Cir- 
cumstances largely political prevented these cities from completely 
developing out of the stage of town economy into that of metropolitan 
economy. 

London is the best illustration, because it developed early and 
because it has slowly gone through all the phases of metropolitan 
growth anywhere to be observed. The first of these phases, covering 
the period from about 1550 to about 1750, was occupied with the 
general organization of the metropolitan market. Although there 
had been wholesalers in the medieval town, they traded chiefly in com- 
modities that entered into extended trade and were not normally 
allowed by the urban magistrates to dominate their own fields. But 
in the first phase of metropolitan economy wholesalers came to or- 
ganize not only extended but also local trade, or, as we had better now 
call it, " hinterland " rather than " local " trade. 

Exchanges or bourses, which had been both for retail and whole- 
sale trade in the Middle Ages, became exclusively identified with 
wholesale trade in the metropolitan stage, though retail shops con- 
tinued to nestle close to the exchange in spite of the fact that their 
owners were actually excluded from the "floor". In the sixteenth 
and seventeenth centuries the chief articles traded on the exchange 
were such commodities as gold, silver, spices, dyes, and other goods 
which were standardized and could be sold by grade or sample. By 
the close of the seventeenth century the buying and selling of securi- 
ties as distinct from commodities attained considerable importance. 
Speculation in these securities became so noisy in London and stock- 

AM. HIST. REV..VOL. XXVII. — 47. 
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jobbers so bold that a separation had to be made. The old Royal 
Exchange remained the seat of the wholesale trade in commodities, 
while the stock-brokers and jobbers departed for the streets and 
coffee-houses, where they operated until the London Stock Exchange 
was established in 1773. 

The great trading companies, concerned almost wholly with ex- 
tended trade, were essentially metropolitan enterprises. The stock - 
owners were found chiefly though by no means exclusively in the 
metropolis, the directors were there and also their offices and ware- 
houses. Paris was at a great disadvantage in one respect, that, al- 
though much of the management might be centred there and although 
the owners might live there, the actual unloading and storing had to 
take place almost wholly in ports nearer to the coast than was the 
metropolis. 

Warehousing had been connected with manufacture and commerce 
in town economy. In the first phase of metropolitan economy there 
came into existence specialized warehouses and warehousemen who 
stored for anyone having goods to store. This was, of course, very 
economical, for available storage space would be more occupied when 
it could be made to serve all. Merchants and manufacturers hence- 
forth put relatively less capital into storage plants of their own. 

With specialized wholesalers and warehousemen, and with trading 
companies venturing far afield, the metropolis came to contain an un- 
precedentedly large variety of wares, much beyond the possibilities of 
a medieval town. They could be economically stored in one metro- 
politan centre and shipped to the hinterland or to another metropolitan 
unit when needed. Staples and luxuries, goods from east and west, 
textiles and hardware, articles of personal adornment and building 
wares, were all found in the metropolis. The nearest approach to 
this in the Middle Ages had been the great annual fairs. 

The second phase of metropolitan development, in the case of 
London from about 1750 to about 1830, saw considerable changes in 
manufacture. Industries such as the manufactures of silk and ho- 
siery, introduced in the sixteenth and seventeenth centuries, moved out 
into the hinterland, where rent and food were lower and where there 
was little or no interference by municipal or gild authorities. Some 
of the very old industries of the metropolis, such as the manufacture 
of cutlery, were threatened and finally undermined by new establish- 
ments set up in the hinterland, notably in and about Sheffield. Fac- 
tories using power machinery were started in the hinterland near 
waterpower, near coal and iron, or in a district with a favorable 
climate and good shipping facilities. Lancashire and Yorkshire were 
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the seats of the industrial revolution. London had few large fac- 
tories. It held its own in the manufacture of luxuries and especially 
of articles of clothing and adornment, but saw itself by decentraliza- 
tion of industry threatened with the possibility of being reduced to 
purely commercial functions. 

Following hard upon the phase of the industrial revolution came 
that of the revolution in transportation, which we may place roughly 
at about the period from 1830 to 1890. Although much earlier than 
this there had been efforts at highway regeneration, and although the 
post-office had been established, first for government service and later 
for public use, in both cases centring in London, although stage- 
coaches ran from London to all the important towns, and although 
there had been real improvement in transportation by means of canals 
and better constructed highways, nevertheless the real beginning of 
the third phase came with the railroad era. At first built in the north, 
the railroads really supplemented the trade with the metropolis in so 
far as they connected inland points with the coast trade centring in 
London. Soon practically all the important railroad lines f ocussed on 
the metropolis. This meant that the hinterland was truly bound to 
the metropolis by bands of steel, the rails of the new roads. 

Contemporaneous with railroad construction came the building up 
of oversea traffic on a new and regular basis by means of the steamer. 
What was done for London's hinterland trade by the railroad was 
done for its extended trade by the steamship. The two, of course, 
are but parts of the same mechanism. With Sheffield cutlery, Lan- 
cashire cottons, and Yorkshire woolens, London could buy American 
tobacco, Canadian furs, East Indian spices, and China tea. 

The fourth and latest phase of metropolitan development sees a 
remarkable concentration of financial power in the metropolis. To 
some extent it synchronizes with the other developments, but it comes 
to a head as the dominant tendency after the revolution in transpor- 
tation. As far back as the sixteenth century, provincials, especially 
the nobles, had invested in the joint-stock trading companies of the 
metropolis. In the seventeenth century the people of the hinterland 
were depositing their hard cash with the London goldsmiths and pri- 
vate bankers. In the eighteenth century London private banks were 
establishing branches in the country, and country banks were forming 
connections with the metropolis. Early in the nineteenth century the 
Bank of England came to be concerned directly with the hinterland 
trade when it opened branch banks in the provinces. Following this 
apace, came the formation of joint-stock banks in the metropolis and 
elsewhere. In recent years they have consolidated so that there are 
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only a few large banks left. Generally with their headquarters in 
London, these great banks have branches widely scattered in England 
and Wales, and since 1918 in Scotland and Ireland as well. One 
bank has 1500 and another 1600 such branches. All this means that 
London manages the banking business of a wide area. Capital is 
concentrated in it and radiates out from it. The surplus of an agri- 
cultural district at one season goes to a manufacturing district where 
it is sorely needed. At another season the process is reversed. It 
would seem at first thought as if it were in banking that London is 
growing functionally, and that in due time, neglecting its warehous- 
ing, transportation, and manufacture, it will become distinctively a 
financial centre. The situation in this case is complicated by the fact 
that London is not only the economic centre of a vast extended and 
hinterland trade but the political centre of an empire and as such has 
a financial role to play. A very plausible view of the situation, how- 
ever, is that this movement of financial concentration may really not 
continue when other English centres reach the financial stage of their 
development; that national financial concentration will give way to 
local concentration in England, just as it has in America, first in the 
reserve and central reserve cities and now in the Federal Reserve 
centres. Indeed one of the best sources for studying metropolitan 
economy is the collection of briefs prepared by numerous cities in the 
United States, seeking the location of a Federal Reserve bank in their 
midst. Some of the claims for a bank were based on real metropoli- 
tan organization and were accordingly acted upon, while others were 
disallowed. In the case of the undeveloped South, somewhat arbi- 
trary measures were required, or rather it was necessary to choose 
towns that showed metropolitan promise instead of achievement. The 
meaning of this new American banking system is the concentration 
of banking reserves not simply in New York but in metropolitan cities 
throughout the United States. 

The growth of metropolitan organization has now been sketched 
in outline. It is not to be implied that all peoples have entered or 
gone far into the metropolitan stage. Some are still in village econ- 
omy, some in town economy, and some have just begun to enter metro- 
politan economy. Although the different phases of growth as here 
presented hold true for the older metropolitan centres, nevertheless in 
the newer countries and parts of the world, where the revolution in 
manufacture and in transportation is inherited rather than experi- 
enced, the order of development is somewhat different. 

If we wish to visualize metropolitan growth we have only to ex- 
amine the metropolis itself. The retail section may represent the old 
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town economy. The wholesale district is the prosaic memorial of the 
first phase of metropolitan economy. The industrial suburb contains 
most of what is left of metropolitan manufacture after the period of 
decentralization. The wharves and the railroad terminals show 
where extended and hinterland trade meet within the metropolis. 
And the financial district with its mint, stock exchange, banks, insur- 
ance offices, and brokers, constitutes the most sensitive spot in the 
metropolitan nerve-centre. 

Such is the fully developed metropolitan organization. It is not 
an organization in the sense that it has a constitution, or that there is 
an agreement whereby transactions are made. It is just a unit of 
public economy that has grown up gradually to perform cheaply and 
efficiently the business of managing production. Goods enter the 
metropolis and leave it. The metropolis performs one set of tasks, 
the hinterland another. Both are industrial, financial, and commer- 
cial, but the metropolis is pre-eminently commercial and financial. 

It is a matter of regret that the hinterland can not be adequately 
dealt with here. It is not an unleavened mass of struggling economic 
workers, but a set of highly specialized communities producing in 
close relation to the metropolis. A detailed study of the metropolitan 
district of the Twin Cities has been made at the University of Minne- 
sota. It shows a hierarchy of towns, some commercial and some in- 
dustrial, and, of course, a great many small country towns collecting 
raw material for shipment to the metropolis and receiving for distri- 
bution manufactures and other wares from the metropolis. 

The growth of metropolitan centres, like the growth of states, has 
been the occasion of competition and rivalry. At times this rivalry 
has been between metropolitan centres in different political units. 
London's rivalry with Amsterdam is a part of history. Her rivalry 
with Paris on a much smaller scale is generally overclouded by the 
political struggle between England and France. Often metropolitan 
rivalry is between centres in the same state. A city ambitious of 
becoming a metropolis has to struggle against one already established. 
Manchester-Liverpool is perhaps the only reasonably successful Eng- 
lish rival of London, and it has not gone much beyond the third phase 
of development. Leeds and Glasgow seem to show little more than 
promise. 

Nowhere can metropolitan rivalry be more profitably studied than 
in America with its vast expanse of territory and its wide areas of 
free trade. There have been four main lines along which metropoli- 
tan cities have developed in competition with one another. Three 
run east and west and one north and south. The least important up 
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to date passes through Montreal, Toronto, Winnipeg, and Vancouver. 
The most important at the present time runs through New York, 
Cleveland, Chicago, the Twin Cities, and Seattle. The third starts 
from Philadelphia and Baltimore and passing through Cincinnati ex- 
tends to St. Louis, whence, joining a line from New Orleans, it goes 
on through Kansas City to San Francisco. The fourth is the coast 
line of cities, Boston, New York, Philadelphia, and Baltimore. The 
outstanding illustration of metropolitan rivalry sufficiently old to be 
well known is to be found in the competition of Boston, New York, 
Philadelphia, and Baltimore, for the products of western New York 
state, especially for the flour of the Genesee Valley. Largely by 
means of the Erie Canal, New York City won, but, though its victory 
was marked, it was not complete nor is it to-day, for a struggle still 
continues. Interesting as are the details of such struggles, the main 
lines are clear and tolerably well known. 

A detailed analysis of the metropolitan organization in America 
obviously goes beyond the limits of this paper. It may be noted that 
while some centres show considerable promise, others seem to be 
declining relatively, notably Baltimore and Cincinnati. Two great 
agglomerations of population, Pittsburgh and Detroit, each with about 
a million inhabitants if we include the contiguous urban territory, are 
not metropolitan at all, but industrial satellites. Each is based largely 
on a single industry, Pittsburgh on iron and steel and Detroit on the 
automobile. While Pittsburgh is subordinate to New York and 
Philadelphia, and more and more to Cleveland, Detroit is subordinate 
to Chicago, although each has a measure of (temporary) independ- 
ence due to the unusual extent of the localization of industries in its 
midst. 

Washington is another large city which is not metropolitan in an 
economic sense, though it has some financial importance due to its 
being the seat of government. In this same category are several Ger- 
man capitals which are essentially political centres. Indeed Germany 
as a whole shows the indelible impression of its former political 
localism. Berlin is the only well-developed German metropolis that 
has passed through all four phases of growth, though there are, of 
course, other notable commercial centres of promise and attainment, 
such as Hamburg, Mannheim, Leipzig, and Diisseldorf . Germany's 
greatest metropolis would be near the mouth of the Rhine or the 
Scheldt, if economic considerations alone prevailed. It is not entirely 
firing a rocket into the air to say that Germany fought the late war 
partly to obtain a basis for a metropolitan unit in the west. 

The significance of metropolitan economy has been in part set 
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forth above. Its economic bearing is clear. It has other aspects, 
however, of a far-reaching nature. Our cultural institutions spring 
from four principal sources, the church, the old town of town econ- 
omy, the nation or some integral part of it, and the metropolis. The 
wealth piled up in the great centre is used to found institutions to 
relieve pain, to discover the secrets of nature, and to instruct in the 
ways of art and science. The great metropolitan builders like Rocke- 
feller and Morgan are but the best known of many such public bene- 
factors. 

In our day, as in the Middle Ages, there is a large group of think- 
ing men who are reacting from the national emphasis that leads to 
artificial industries and disastrous wars. In the Middle Ages it was 
the churchmen who were un-national ; to-day it is socialists and syn- 
dicalists. Both emphasize society organized on a non-national basis. 
And at the present time also there is a body of liberals who are more 
than ever convinced that a world organization is better than a national 
state. Metropolitan economy has some points of contact with both 
socialism and liberalism. It has been generally held that the state is 
not simply a political but an economic unit as well; and that it is 
something more than a national sentiment and an administrative con- 
venience. The theory of metropolitan economy cuts up the state eco- 
nomically and emphasizes intra-metropolitan and inter-metropolitan 
trade instead of national policies and international commerce. If 
the state comes to be recognized as something far short of economic 
unity, and if it ceases to be an administrative convenience, then its 
foundation is not so strong as we sometimes believe. 

When the empire of the Church was a reality, the metropolitan 
ecclesiastical unit of the archbishopric, generally speaking, was the 
unit of organization. In the new order of human affairs, about which 
unpractical people now dream, an order in which society and not the 
state is emphasized, the unit may be economic. If so, it would prob- 
ably be the metropolitan economic organization. But the establish- 
ment and maintenance of such an administrative unit would create 
difficulties. The boundaries, being " natural " or economic, are shift- 
ing from day to day and on the outskirts of the area there is at all 
times a zone of debatable territory that belongs to two metropolitan 
organizations, to both London and Manchester-Liverpool, to both 
Boston and New York, to both Chicago and St. Louis. Everything 
points to great difficulty not only in reorganizing society but in main- 
taining the status quo. The boundaries of the future would be as 
unsatisfactory as those of to-day, unless changed so often as to be a 
nuisance. At the present time a large part of our trouble arises out 
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of the extension of frontiers. Where to stop is the great difficulty in 
both political and economic alignment. 

Though metropolitan economy may offer no panacea for human 
troubles, it is nevertheless an economic institution of far-reaching 
importance. It has not been discovered, or isolated as a phenomenon, 
partly because of the lack of definiteness and fixity of the unit and 
partly because of our political obsession. Born at about the same 
time as our strong modern states, it has quite naturally grown up un- 
noticed, but it has not been entirely missed, for nearly a century ago 
Thunen wrote about the central city. A few years back Dr. E. F. 
Gay of Harvard, emphasizing the marketing of goods in economic 
history, came to appreciate the function of the large commercial city. 
Dr. A. P. Usher has made a study of the influence of the metropolitan 
market on the French grain trade. In another place I have traced the 
growth of the metropolitan corn market of London, and here add the 
concept of an " economy ", or general organization of economic life, 
centring in the great commercial city. I have now sketched in a very 
inadequate way the phases through which metropolitan growth has 
progressed, indicating some of the consequences of that development. 

N. S. B. Gras. 



